

































































































































































City of Willmar — Fund Balance Policy

VIL

V.

Debt Service Funds — Used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for principal and interest payments.

Capital Projects Funds — Used to account for and report financial resources that are restricted,
committed, or assigned to expenditures for capital outlays, including the acquisition or

construction of capital facilities and other capital assets. Capital project funds exclude those
types of capital related outflows financed by proprietary funds or for assets that will be held in
trust for individuals, private organizations, or other governments.

ENTERPRISE FUND EQUITY

Enterprise funds are used to account for operations financed and operated in a manner similar to
private business enterprises, where the City intends the cost of providing goods or services to the
public be financed or recovered primarily through user charges. The City’s enterprise funds
include the Riee-Memerial-Hospital, Willmar Municipal Utilities and Sewer funds.

It is the City’s intent to cover all operating and non-operating expenses through user charges to
eliminate the impact on taxpayers. User charges will be reviewed annually to ensure adequate
rates are charged for the services provided.

Enterprise funds’ equity will be classified in one of the following categories:

e Investment in Capital Assets, Net of Related Debt. The component of net assets which is the
difference between assets and liabilities of proprietary funds that consists of capital assets less
both accumulated depreciation and the outstanding balance of debt that is directly attributable
to the acquisition, construction or improvement of the capital assets.

e Restricted. The component of net assets which is the difference in assets and liabilities of
proprietary funds that consist of assets with constraints placed on their use by either external
parties (i.e. creditors or grantors) or through constitutional provisions or enabling legislation.

e Unrestricted. The difference between the assets and liabilities of proprietary funds that is not
reported as Investment in Capital Assets, Net of Related Debt or Restricted Net Assets.

The City Council will not establish a minimum required level for equity in proprietary funds
other than the funds should cover their own operating and non-operating costs.

OTHER POLICY CONSIDERATIONS

The City will use all budgetary and financial accounting options available to maintain the
minimum level of fund balance available for appropriation in the General and Special Revenue
Funds. Some options available include the following items:

e A specific budgeted revenue increase (i.e. ad valorem property tax increase).

e Increase fees for services.
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e Reduction of expenditures in the budget.
e Transfers from other available funds.
e Sale of capital assets.

The City Council requires positive fund balances for all governmental, proprietary and fiduciary
funds, with a few exceptions. The Council will allow a negative fund balance in the following
instances:

e A project may be in a developmental phase in which all apprepriatiens anticipated
revenues have not yet been received. It is anticipated the apprepriations revenues will be
received within the fiscal year or early the following fiscal year. The City Administrator
will present anticipated revenue sources to the Council when a deficit occurs for this
reason.

e An emergency occurred and all apprepriations anticipated revenues to pay for the
emergency have not been received yet. The City Administrator will keep a current listing
of anticipated revenue sources to pay for the emergency.

e Pledges for a project are expected to be received over a period of time. In this case, a
long-term receivable may be recorded if the pledges are assured to be received. If the
receipt of the pledges is not guaranteed, the receivable cannot be recorded. The project
(fund in some cases) will carry a negative balance until all pledges are received.

e An inter-fund loan is not appropriate or not available to cover the fund deficit.

The City Administrator will report shortfalls or surpluses in the projected fund balance levels to
the City Council as soon as found to be a significant impact.

If a fund deficit occurs, a written plan by the City Administrator to move the fund out of the
deficit is required. The City Council is responsible for reviewing and approving the financial
plan. The City Administrator will monitor the plan’s effectiveness on a monthly basis. The City
Administrator will report the plan’s effectiveness to the City Council on a quarterly basis.

A fund surplus, above all internal and external constraints, may also occur. In this case, the
Administrator will notify the City Council to discuss the circumstances of the surplus and
determine whether or not the established threshold is effective. Some appropriate plans for using
fund surpluses include the following items (but are not limited to):

e Move budgeted expenditure into a future year due to unforeseen circumstances.

e Fund a one-time project or project planning that would not normally be budgeted in the
on-going operations of the City.

e Return unused dollars to donors.
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Iv.

o Transfer excess funds to another City fund to finance a project or cover a shortfall.

The City’s credit rating for debt financing and investing will also be considered in the level of
required General fund balance. The City Council may further restrict the required fund balance
level to meet a higher credit rating need if possible. The City’s credit rating is reviewed annually
by the City Administrator, Finance Director, and bond counsel when necessary. The City
Administrator shall be responsible for conducting rating reviews.

REPORTING REQUIREMENTS

The City’s audit firm shall provide a City presentation of the previous year’s financial condition
in the modified and full accrual basis of accounting after the audit is completed. Any deficiencies
presented by the auditor will be followed up by the City Administrator with a written plan to
comply with this policy. The audit presentation will occur before June 30" following the
previous year’s end.



CITY OF WILLMAR, MINNESOTA
NOTES TO FINANCIAL STATEMENTS
December 31, 2017
D. Fund Balance Detail

The following is a detail of Governmental Fund Balances at December 31, 2017:

Fund Nonspendable Restricted Committed
General Fund
Prepaids/Deposits $ 329298 % - 3 -
Working Capital - - 4,000,000
Year 2018 - - 1,451,938
Year 2019 - - 849,079
Retirees Sick Leave Held - - 133,949
Self-Insurance - - 1,000,000
Petty Cash - - 3,650
Current Employees Ins BuyOut - - 1,137,006
Current Employees Sick Leave - - 1,493,834
Current Employees Vacation - - 413,414
Retiree Insurance BuyOut - - 318,630
Next Year's Budget - - 1,300,000
Current Year Emergency - - 1,300,000
Special Revenue Funds
Industrial Development - - 597,715
Industrial Development-CP Airport - - 17,110
Industrial Development-P.1LR. - - 1,000,000
CVB-Prepaids 8,730 - -
CvVB - - 231,540
CVB-Petty Cash - - 50
Willmar Municipal Airport 254 - 217,247
Library Improvement Reserve - - 162,193
Community Investment - - 8,403,504
Community Investment-PIR - - 750,000
Public Works Reserve - - 963,780
Law Enforcement Forfeiture Fund - 65,058 -
Law Enforcement Explorer Fund - 6,630 -
Debt Service Funds
Special Assessments Funds - 6,907,518 -
Nonmajor Airport Debt Service 175,321 (5,179) -
Nonmajor TIF Debt Service - 58,700 -
Capital Projects Funds
Street Projects - - 630,920
Nonmajor Capital Improvements
Airport - - 73,698
Year 2018 70,502 - 264,739
Fire Department - - 321,600
Public Works - - 130,000
Auditorium - - 100,000
Leisure Services - - 385,746
Permanent Funds 30,000 4,439 -
Totals $ 614,105 $ 7,037,166 $ 27,651,342
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